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The Bolivian government fell short of its macroeconomic targets for 1995, with smaller-thanexpected growth in GDP and an annual inflation rate twice as high as expected. According to
statistics from government, private, and multilateral sources, Bolivia's GDP grew by about 3.5% last
year, a full percentage point below the 4.5% target set by President Gonzalo Sanchez de Lozada's
administration in the middle of the year. The 4.5% forecast had already represented a downward
revision from a target of 5% set at the beginning of the year (see NotiSur, 02/02/95 and 08/10/95).
Last year's GDP increase represented a significant drop compared with the 4.2% growth reported in
1994 and 4.1% in 1993. But last year's expansion was still among the highest in Latin America in 1995,
according to preliminary estimates released by the UN's Economic Commission on Latin America
(ECLAC) earlier this year (see NotiSur, 01/18/96). The ECLAC report said that by sector, the most
dynamic performance last year was among electricity, gas, and water utilities.
For its part, Bolivia's national industries chamber (Camara Nacional de Industrias) reported a
sluggish 3.5% growth rate in the industrial sector last year. Chamber president Carlos Cortez said
the 1995 rate of expansion represented a sharp drop compared with 1994, when the sector grew by
a robust 4.95%. Citing a survey of manufacturers, Cortez said 36% of respondents indicated that
they increased production during 1995, while another 20% reduced output, and 43% produced at the
same rate as 1994.
The chamber's survey showed that the economic decline was heaviest among processors of
agricultural goods, with the greatest drops reported by producers of such items as meat, dairy
goods, wheat, sugar, and soy products. Government sources said Bolivia's economy suffered last
year from the region's generally weak economic performance, which, in turn, is largely attributed to
the ripple effect of Mexico's financial crisis. Still, the Sanchez de Lozada administration maintains
that Bolivia's success in achieving even a 3.5% expansion helped maintain a steady flow of direct
foreign investment to the country. Last year, the government launched an ambitious privatization
program, selling off four out of six state monopolies (see NotiSur, 07/13/95, 10/05/95, and 04/18/96).
According to Finance Minister Fernando Candia, Bolivia's privatization program attracted US$834
million in new capital in 1995. Candia said the investments represented the equivalent of 16% of the
country's GDP last year. Notwithstanding the government's optimism, however, the privatization
program is expected to have mixed results. A new report from the United Nations Development
Program (UNDP) says that by selling off government properties to private investors, the Bolivian
treasury could lose US$273 million in potential annual revenue, which would have to be replaced
by higher taxes. Additionally, some economists suggested that the government may be placing too
much emphasis on overall economic growth and not enough on alleviating poverty. Economists,
such as Pablo Ramos who heads the Universidad Mayor de San Andres believe the government
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should take more direct steps to ensure that the benefits of economic growth reach the poorest
sectors of society.
In an interview with the news agency ERBOL, Ramos said that despite the country's favorable
GDP growth, the gap between rich and the poor has increased. Indeed, in recent press statements,
Sanchez de Lozada himself pointed out that the wealthiest 20% of Bolivia's population enjoys
income levels about 30 times higher than the lowest 20%. Meantime, the Bolivian government
reported that accumulated inflation in 1995 reached 12.6%, more than twice the government's
original target of 6%. In fact, last year's higher-than-expected annual rate reversed the trend of
declining inflation that persisted during the first half of the decade. The rate had declined from
14.5% in 1991 to 10.5% in 1992, 9.3% in 1993, and 8.5% in 1994.
According to government statistics, the inflation rate was especially high in the last quarter of
1995, hovering near 1.8% each month from October through December. The surge in inflation in
the October-December period is generally attributed to a huge jump in food prices, particularly
aggravated by domestic shortages of wheat. In fact, because of a shortage of basic food items last
year, the government lifted import duties for such items as wheat, flour, corn, and sugar. The
government said domestic and global wheat prices reached their highest level in 15 years, which
influenced the cost of other food products. The relatively high inflation rate has continued so far this
year. Accumulated inflation for January-February surged to 4.35%, largely because of a government
decision to boost prices for fuel and petroleum products by an average of 16% at the beginning of
the year.
The price hikes for petroleum-related products led to concerns that the administration would soon
lift all price controls on these items. So far, however, Energy and Hydrocarbons Minister Mauricio
Gonzalez insists that no such move is planned. Notwithstanding the marked increase in prices at the
start of the year, inflation dropped dramatically in March. According to government reports in early
April, the consumer price index slowed to just 0.22% in March, largely because the economy had
already absorbed the impact of higher energy prices during the first two months of the year. Despite
the low CPI in March, however, accumulated inflation for the first quarter was 4.5%, generating
doubt about whether the government can meet its 8% annual inflation target in 1996.
As for Bolivia's trade picture, private and government reports indicate that exports of nontraditional products such as vegetable oil, wood, furniture, coffee, and gold increased substantially
last year. Export income from those products grew by between 20% and 30% in 1995. Among
other noteworthy achievements, exports of soybeans and soy products last year totaled US$150
million, representing a six-fold increase compared with the annual rate of income earned from those
products ten years ago.
According to the Industry and Commerce Ministry, exports of non-traditional products have
continued to increase during the first quarter of 1996, growing by 14% from a year ago. Despite the
growth in non-traditional products, however, Bolivia continued to face a negative trade balance in
1995. A report published by the national statistics institute (Instituto Nacional de Estadisticas, INE)
showed Bolivia's trade deficit for January-September was still at a relatively high US$143.7 million.
[Sources: Notimex (Mexico), 08/16/95; International Market Insights, US Embassy (Bolivia) 01/12/96,
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03/12/96; Agence France-Presse, 10/02/95, 10/04/96, 03/05/96, 03/18/96, 04/02/96; JATHA news service
(Bolivia), 03/24/96; Bolivian news service ERBOL, 12/14/95, 12/21/95, 12/27/95, 01/05/96; Bolivian
Times, 01/12/96]
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